Abstract
INTRODUCTION
The industrial revolution led to the birth of different types of insurance systems. The employers and employees were exposed to many risks on account of fire, accidents, theft, etc., soon insurance houses were established to meet this need. Thus accident insurance, social insurance, theft insurance, motor vehicle insurance, etc., emerged. Later on, other forms of insurance such as crop insurance, livestock insurance, house insurance etc., came into existence (Levine, 1997; Rena, 2006a) . It is evident that man is exposed to risks in all walks of life. Unless he minimizes loss arising from such risks, society will never progress. Insurance comes to his aid in minimizing the loss. Insurance business emerged and developed in Eritrea during the Italian period (Mauri, 2003) .
Eritrea gained its independence from Ethiopia on 24 May 1991 after a liberation war that lasted for 30 years and was one of the poorest in the world with both its infrastructure and economy in ruins. It is located in the North Eastern of Africa with a total area of 124,432 km2, bordered in the north and west by Sudan, in the south by Ethiopia and Djibouti, and in the east by the Red Sea. It has an estimated population of about 4.5 million. Its annual population growth is estimated at 2.9 percent. Eritrea has nine ethnic groups and six administrative zobas (provinces/regions). Its per capita income is USD 230. The government has been pursuing policies and investments that promoted rapid and equitable economic growth during 1994-1997. However, a border conflict with Ethiopia started in May 1998 and degenerated into a full-scale war that resulted in loss of human life, damage to physical infrastructure, and the displacement of nearly one-third of the total population (Rena, 2005; Rena,2006b) .
Following the signing of the Algiers peace agreement in December 2000, the deployment of the UN mission for Ethiopia and Eritrea (UNMEE) and the establishment of a 25-km. temporary security zone along the entire 1,000-km. border between Eritrea and Ethiopia, the Border Commission finally delivered its verdict on the border dispute between the two countries in April 2002. Eritrea can now focus on the many post-war recovery challenges, among them the need to rehabilitate and reconstruct the damaged social and economic infrastructure in the war affected regions; assisting the remaining 70,000 internally displaced persons (IDPs) return to their homes and restoring their means of livelihoods; reintegrating 180,000 refugees from the Sudan, Djibouti and Yemen and the 75,000 expellees from Ethiopia (Rena, 2006b) . In this context Insurance Industry in the country gained greater significance. This paper provides an overview of only insurance company(NICE) in the country. It also highlights the achievements and challenges that are faced for the last 16 years of independence.
The major limitation of this paper is the problem of getting data for a relatively long period of time. The data for Eritrea includes only the past 14 years since there was no separate data for Eritrea before its independence from Ethiopia. In addition, existing data is not always reliable and it may not be precise and suitable for the question at hand. Moreover, the limited amount of empirical studies on the insurance industry in the country also limits the study.
BACKGROUND OF THE INSURANCE INDUSTRY
The Government of Eritrea enacted a Proclamation No. 20/1992 for the establishment of the Insurance Corporation on 1 May 1992, which provided the Corporation to enjoy a monopolistic power in the market. The National Insurance Corporation of Eritrea (NICE) was formed as an autonomous public enterprise transacting all classes of insurance business. The Initial capital of the NICE was 5,000,000. This was subsequently increased Nakfa 52,338,000 in 2004. It is to be noted that NICE has full-fledged insurance facilities and provides different types of insurance services required by individuals and companies. The NICE is a corporate company, which deals both life and non-life risks. It is reported that majority of its revenue stem from non-life underwriting with motor insurance playing a dominant role. The Corporation's business is restricted to within Eritrea and operates out of three locations: Asmara (headquarters), Massawa and Assab. The Corporation markets its products through its internal marketing department as well as utilizing network of agents. The NICE currently underwrites life and non-life classes of insurance including: Motor, Fire, Accident, Livestock, Engineering, Marine, and Aviation (Rena, 2006a) . Growth and Development: In line with its transitional economic development and poverty reduction strategies, the Government of Eritrea decided to privatize the NICE: to 1] Attract private sector investment; 2] Privatize Government-owned enterprise; and 3] Develop a sound financial system. The Government is encouraging the private sector to lead economic development and growth through the increased investment. The Privatization of the NICE indicates the Government's largest privatization program to date. The privatization program has been finalized and it is reported that around 1,700 Eritreans have invested and thus become new members of the Corporation. In 2004; Eritreans around the world expressed an interest in buying NICE shares. All in all, around 750 Eritreans at home, and more than 1,000 abroad have bought NICE shares. Other shares are owned by the Martyrs' Trust Fund, with the remaining shares still retained by the Government. With the transfer of shares to the public, NICE is now looking for ways to establish an Over-The-Counter (OTC) market for the trading of its shares. Owing to its skilled and prudent financial as well as operational management, NICE has shown remarkable growth since its establishment in 1991. The Corporation's gross profits have risen from a mere 4 million Nakfa in 1992 to about 60 million Nakfa in 2004 (Rena, 2006a ).
The Corporation is heavily reliant on motor insurance policies with over 48 per cent of Gross Premiums in 2004 being either from comprehensive or third party motor coverage. The second largest business class in 2004 was fire and accident at 20 per cent of the total value of the Gross Premiums. A history of the breakdown of the Gross Premiums per business class volume is explained in table-1.1. 
Objectives
The Corporation has the following objectives as stated in Article 5 of the Proclamation: 1) Engage in all classes of insurance business.
2) Guarantee that the population understands the benefits of insurance and that insurance serviced are made available to the public. 3) Enhance efficient utilization of both materials and financial insurance resource.
Safety Measures
The National Insurance Corporation of Eritrea applies the following measures to treat catastrophic losses. 1. NICE has reinsurance agreements with overseas reinsurers. 2. It allocated 10 per cent of its profit for technical reserve to cover catastrophic claims. 3. It keeps aside 10 per cent of its net profit to the "general reserve. 
The Board of Directors and Alternate Directors

Organizational structure
The NICE has recently changed the organizational structure to reflect the new line of business for the management of pensions. The finance department has been separated from administration to further strengthen its role to include the investment portfolio management for pensions.
At the top of the organizational structure the Board of Directors is placed. The board has its own secretary who is not a member of the Boards of Directors and the Board performs some principal functions specified by the Proclamation, under the Board of Directors the General Manger is positioned. In the management team, General Manger nominated by the board of directors is at the top. The General Manger is the chief executive officer of the Corporation and has different department mangers under him. Despite an acute labour shortage in the country, NICE has been able to obtain and retain qualified staff members. Almost 50 per cent of the staff has participated in post high school education programs (i.e. university degrees, diplomas and certificates). Twenty-one of the employees have insurance specific qualifications. The NICE encourages its staff to participate in the insurance qualifications program. The Corporation as on 30th November 2005 has 104 employees (including the new pension department) mostly employed at the head quarters in Asmara. Four employees are working in Massawa, six in the Assab branch and ten are in pension department. The employees at 3 branches (including head office) and pension are presented in the table -2. 
IMPORTANT ACHIEVEMENTS
The NICE has been profitable from inception registering a net profit of Nakfa 2,663,966 in the first full year of operation with a subsequent net profit of Nakfa 39,182,976 in 2004. Further, the liquid assets of the Corporation are either held in bank accounts (Nakfa 77,074,020) as at 31st December 2004 or invested in government Treasury Bills (Nakfa 30,000,000) at current market rates. The Corporation is restricted in its ability to efficiently manage its liquid assets due to the limited availability of investment vehicles in Eritrea as the financial markets are not well developed relative to other countries. As a result, unlike other insurance companies, investment returns do not significantly contribute to profitability.
Computer systems at the headquarters are currently being integrated. However, the branches and the agency network are not online with the Head office. Financial reporting is currently still manual in some areas. With the introduction of the AIO and the Microsoft dynamics software packages in the beginning of 2004, this weakness is currently being addressed.
5 Biases against Insurance: Insurance products are intangible. The contract of insurance provides a promise to the insured to be indemnified on the happening of a fortuitous event. In the absence of a fortuitous event the insurance company retains the amount paid by the insured. In reality there are only a few people who will face a fortuitous event, the remaining majority will tend to believe that the money paid to the insurance companies have been retained for nothing. It is too abstract for most people to label a price on a product called "peace of mind". Secondly, the family and social structure in Eritrea tends to make the need for insurance cover unnecessary. This concept is not unique to Eritrea; it is true in most of the African societies. The family neighbours and friends extend help whenever someone faces a financial problem. Social and religion based associations come to the help of a member whenever a misfortune happens. These cultural insurers have been conducting the financial help for many years and have still maintained in the Eritrean society. It may be argued on whether they are competitors or collaborators, but as an alternative market to the Eritrean insurance industry, thus, they have biases against conventional insurance companies.
6 Irrelevancy of Insurance Products: Insurance products are not designed to reflect the requirement of customers and besides, different terms in the contract of insurance that are not relevant to Eritrean environment. Since most of the insurance services are designed for urban dwellers, the majority of Eritrean population has little access to the benefits of insurance (Zeru, 1999) .
7 Border conflict and other Factors: Due to the war with Ethiopia between 1998 and 2000, the promising economic growth was significantly disrupted. Besides, thousands of deaths, the war led to displacement of about one third of the Eritrean population and a major damage to country's infrastructure. As a result, the economic gains of Eritrea during 1991-1997 were reversed. In view of this, at present, Eritrea faces the challenges of reconstructing the infrastructure, assisting the displaced citizens resume their economic activities and reintegrating refugees, rebuilding the economy, restoring social services. Post conflict constraints that continue to affect Eritrea's socio-economic development include: human resource deficiency, a financial and foreign exchange gap, inadequate physical infrastructure, substandard institutional capacity etc. It also faces the challenge of planning and implementing medium-to-long term development programs to achieve rapid economic growth and the reduction of poverty in an environmentally sound manner (Rena, 2006b ).
CONCLUSION
The most important factor in the development of the insurance market in Eritrea is client relationship management. This was closely followed by further regulation and the emerging previously uninsured market. It is hoped that the emerging middle class will provide healthy growth to the industry and spur the growth of the agents. Technology heads up a second less important group which also includes new competition and market capacity in Eritrea.
In addition to the general economic challenges, the trading environment locally, regionally, and internationally was not conducive for the insurance industry in Eritrea particularly after the border conflict with Ethiopia. After the International Court decision on 13th April 2002, the demarcation process not been completed. On the top of that, "nowar no-peace" scenario has deteriorated the economic development of the country and
